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ZIMBABWE: KEY ECONOMIC INDICATORS 





Money values in millions of dollars except where noted. 

















INCOME, PRODUCTION, EMPLOYMENT 





Gross Domestic Product (GDP) - 
current prices 
GDP - constant 1965 prices 
Per Capita GDP - current prices 
Population - 000 
GDP by Sector: 
Agriculture 
Manufacturing 
Mining 
Indices (1964=100) 
Gross Output of Commercial 
Agriculture 
Volume of Mineral 
Production (1) 
Unit Value of Mineral 
Production (1) 
Volume of Manufacturing 
Production (2) 202 
Private Consumption 2651 
Gross Fixed Capital Formation 546 
Employment (excluding traditional 
farming) - 000 (3) 1005 


GOVERNMENT FINANCE, MONEY, PRICES 





Expenditures: (4) 
Recurrent L707 2276 33 
Capital 82 98 21:3 ai? 
Other (including repayment 
on borrowings) 202 388 o2k 34 
Revenue 1014 1424 2020 42 
External Public Debt 483 543 740 36 
Money Supply (M1) : 652 873 984 As 
Money Supply (M2) 1020 1349 1498 da 


NOTES: All values converted at Z$1 equals U.S.$1.50. 

(1) As of end of year for 1979 and 1980 and as of first 11 months 
Of L951; (2) As of end of year for 1979 and 1980 and first 

10 months of 1980; (3) At mid year; (4) Fiscal year 

beginning in July; (5) At end of September; (6) At end of 
October; (7) Average of first 10 months of 1981. 





SUMMARY 


Zimbabwe's strong and diversified economy is facing difficulties 
after undergoing a brisk post-independence recovery. In 1981, 
shortages of foreign exchange, locomotives, and skills held real 
growth back to less than 8 percent, while heated domestic demand 
pushed prices up nearly 15 percent. Growth will slow further in 
1982 as the balance-of-payments position imposes even tighter 
constraints on how fast the economy can expand to accommodate 
pressures for social welfare and structural reform. 


Since independence in April 1980, Zimbabwe's black regime under 
the astute direction of the nationalist leader Robert Mugabe has 
moved cautiously but firmly to redirect the course of the largely 
white-run economy. Socialist in principle, the new leadership 
relies in practice on a mixed economy with private industry and 
farming working alongside an expanding public sector. Plans 

call for enlarging government participation in institutions 
heretofore in private hands but not for wholesale nationalization. 
The ambitious development program places emphasis on achieving 
more equitable land and income distribution, rural development, 
wider social services, and employment-generating growth. These 
policies are running up against the dilemma of trying to improve 
the lot of the subsistence farmer and low-paid worker without 
overburdening the productive economy with excessive budget 
deficits and runaway inflation. 


The United States has an important role to play in Zimbabwe's 
development not only as an aid donor but also as a trade and 
investment partner. Barred for years from international trade 
under United Nations sanctions, Zimbabwe needs foreign capital, 
technology, and equipment to rehabilitate its industry and 
infrastructure. U.S. suppliers are up against stiff competition 
from European and Japanese firms, many of whom are supported by 
official aid and export credits. Two thirds of the $75 million 
the United States has committed in aid in 1982 will go to purchase 
U.S. capital equipment and industrial raw materials. While 
Zimbabwe offers many opportunities for investment and licensing, 
its investment policy provides an official welcome but few 
tangible incentives for joint venture capital. 


CURRENT ECONOMIC SITUATION AND TRENDS 





Post-independence Recovery Slows 


The Lancaster House Agreement of December 1979 that ended the 
long and debilitating war for Zimbabwe's independence also 
signalled a revival in the country's economic fortunes. In 1980, 
return of peace to the countryside, the lifting of international 
trade sanctions, a surge in consumer demand for manufactured 
goods, high gold prices, and a better-than-expected harvest 
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--Zimbabwe's two most valuable crops--had an 

Sales of corn, the African staple, more than 

2 million tons, enough to feed the population 

years. Salisbury's tobacco auctions enjoyed one of 

the most profitable seasons in their history. After disappointing 
prices the year before, production was held to less than 
70,000 tons, but strong demand for quality tobacco in world 
markets in 1981 boosted sales 27 percent. 


Cotton, sugar, and ground were among the other crops 
increasing in both s value. Production of wheat and 
dairy products was so up, though not by enough to meet heavily 
subsidized domestic demand. Livestock production was still 
recovering from years of wartime cattle rustling and the 
breakdown in disease control services. Beef output was down 

26 percent and rationing of retail sales was introduced to allow 
ranchers to begin rebuilding their depleted cattle herds. 





Zimbabwe is a developing country in the unusual position of 
having an advanced manufacturing industry. Sanctions inspired 
local manufacturers to produce enough processed foods and 
consumer goods to meet most domestic needs. Zimbabwe's factories 
now account for nearly a quarter of GNP, the largest of any 
sector. Still riding the boom in consumer demand but 

strapped to keep up with orders with wornout capital equipment, 
too few skilled workers, and shortages of imported raw materials, 
manufacturers boosted output by 11 percent, a slower rate of 
increase than the 15 percent registered in 1980. All industries 
but drink and tobacco expanded production. Textiles, the 

largest industry, increased output by 14 percent. 


Mining contributes only 8 percent of GNP and employs only 

7 percent of the labor force but in a good year provides over 
half of Zimbabwe's exports. Squeezed by high production costs, 
weak world prices, and reduced tax benefits, production was 

down by 7 percent in volume and value during the first 11 months 
of 1981 compared with the year before. Last year's major export 
earner and still the most valuable mineral produced, gold earned 
19 percent less during that period. Sales of copper and 
nickel--two other important minerals--fell 27 percent and 12 
percent, respectively. Export earnings from ferroalloys were 
off. Only asbestos fared better with an increase in sales of 

32 percent. 


BALANCE OF PAYMENTS 





Zimbabwe suffered a serious current account deficit in 1981. 
In the past, stringent imvort controls and diversified exports 
combined to yield a surplus on the trade account. This was 
normally large enough to offset most if not all payments to 
its neighbors for use of their ports and transport routes. 


In 1981, however, the balance of trade turned sharply negative. 
During the first 10 months of the year, imports rose 28 percent 
more than in the comparable period in 1980 and exceeded slightly 
higher export earnings by $89 million. Higher payments for 
services, travel, and other transfers worsened the deficit. 
Despite short-term borrowing of $115 million in the first 

9 months of the year, delays in disbursement of aid funds and 
the negligible flow of private foreign investment reduced gains 
on the capital account. Foreign reserves fell $37 million to 

a level just adequate to cover 2 months' imports. 


The weak growth in export earnings was not due to a deterioration 
in the terms of trade. Although gold and other mineral prices 
were not as strong as anticipated, the terms of trade in the 
first 10 months of the year improved 20 percent over the same 
period in 1980, thanks particularly to high tobacco prices 

and stable oil prices. The volume of exports declined by 

13 percent. Though domestic output of export products expanded, 





thousands of tons of corn, sugar, steel products, and other 
potential exports had to be stockpiled. The overloaded transport 
system was largely responsible. Zimbabwe's rails could not cope 
with the sharp increase in demand. Under the best of circumstances, 
the locomotive fleet would have been hard pressed to move the 
bumper crop. The loss of hundreds of experienced mechanics 

from the railyards in Bulawayo left much of the antiquated 

and diverse fleet of locomotives out of service. The surprise 
move by South Africa to take back 25 locomotives on lease early 
in the year nearly brought rail transport to a halt. With the 
return of these locomotives later in the year and the arrival 

of hundreds of British and Indian technicians, the movement of 
exports began to show some improvement. 


IMPLEMENTING MUGABE'S SOCIALISM 


Zimbabwe has two, closely interlinked economies. The modern one 
produces most of the wealth, is supported by a sound infrastructure, 
and is largely controlled by the whites who first arrived nearly 

100 years ago and now make up less than 3 percent of the 

country's total population of 7.7 million. The traditional one 
depends on subsistence farming, revolves around the small 

African village, and is the rural home for many of the workers 

in the modern economy. 


This is the economic pattern Zimbabwe's new leadership 
inherited and is committed to reforming. Its task is to 
redress these imbalances by enlarging the first to serve the 
needs of the majority and enabling the second to expand 
opportunities for productive employment. Its challenge is to 
do this without undermining the capacity of the wealth-creating 
economy to generate the resources for development. 


The major policy documents issued so far--"Growth With Equity" 
and the papers prepared for aid donors--chart an ambitious 

plan for the economy. Real growth is expected to reach 8 percent 
annually, and public and private investment to total $4.3 billion 
Over 3 years. The goals are land reform and rural development 

in the traditional economy, income redistribution and more 

local and State participation in the modern one, and wider social 
services for the African majority. 


These policies have not been cast as antiwhite. On the 
contrary, many of the initial measures were aimed at keeping 

the confidence of the white community. However, many whites 
have not been able to accept the direction or pace of change: 
about 1,700 are leaving the country each month. Despite this 
steady rate of emigration, the mass exodus that was feared 

by some has not occurred. Two years after the present 
Government took office under majority rule, more than 80 percent 
of the preindependence white population remains. 


Land and the plight of the rural poor were the burning issues 
of the war. Nearly 5,000 white farmers own almost half of the 
best land. Most of the rest is set aside for the African 





farming areas where the bulk of the country's population 
depends largely on subsistence agriculture for its livelihood. 
To obtain the funds for land purchases and rural development 
as well as for manpower training and reconstruction projects, 
the Ministry of Economic Planning under the direction of the 
noted former UNCTAD economist Bernard Chidzero hosted an 
international conference in March 1981 to solicit aid pledges. 
Over $1.7 billion was raised. Launching the programs to 

spend it properly has proved more difficult. Little has been 
spent to date on new programs to improve skills and agricultural 
productivity. While over 160,000 families are due to acauire 
new farms, less than 12,000 have been resettled so far. 


Seventy percent of Zimbabwe's capital stock is estimated to be 
foreign held. Only its farms are largely locally owned. While 
rejecting outright nationalizations, government policies aim 

to reduce dependence on outside capital. Since independence, 
however, moves to expand public ownership have been confined 

to purchases at fair market value of the South African shares 
in the national newspaper chain and in one of the largest 
banks, a joint venture with the Bank of Credit and Commerce, 
and acquisition of a controlling interest in CAPS, a large 
pharmaceutical firm. 


The Government has also announced its intentions to take part 
in new mines for strategic minerals, such as coal and uranium, 
but has so far not taken up offers by mining companies to 
acquire equity. Its plans to intervene in the mining industry 
have been directed less to direct ownership than to marketing 
control. After a spirited public debate, the government- 
sponsored bill passed the House of Parliament early in 1982 to 
establish the Minerals Marketing Corporation, a new parastatal 
organization to take over mineral sales from private producers. 


The Government's new wage policies have sought to alter 
dramatically the skewed distribution of incomes among wage 
earners. According to some estimates, cash earnings by 
Africans with jobs are one tenth the earnings of non-Africans.. 
A “commission of inquiry" on the subject released its 
controversial report in June calling for inflation-adjusted 
increases in minimum wages and controls on increases for high 
wages. The Government accepted many of the recommendations. 
Beginning in 1982, minimum wages rose 24 percent for workers 
in factories, mines, and businesses and 67 percent for farm 
workers and domestic servants. Firings in response to higher 
wage bills were prohibited though many employers have been 
forced to economize on hiring new workers. To put a lid on 
price increases, a freeze on retail and wholsale prices was 
introduced to give time to design new price controls. 





PUBLIC FINANCE: AN EXPANSIONARY BUDGET, TIGHTER CREDIT 





The budget for the July 1981-June 1982 fiscal year reflects the 
commitment to extend social services to the majority. Although 
he expense of maintaining the large standing army accounts 

for the largest part of spending, its share of the budget 

has dropped from 19 percent in 1979/80 to 14 percent in 
1981/82. Spending on education and health have more than 

doubled until they now account for just less than 14 percent 

and 6 percent, respectively. As a result, in 1981 nearly a 

million more students were in school than 2 years before, and 

many clinics offering free health care to low-income families 
were opened or expanded. The costs of food subsidies have 

also swelled the allocations of the trade and agricultural 

ministries. 


Ambitious social programs have led to a massive budget 

deficit. Despite reductions in tax allowances and increases in 
fuel and sales taxes, expenditure is expected to exceed 

revenue by nearly a third. Borrowing to finance the deficit 
raised the total pu iblic debt 19 percent in the year ending in 
September 1981, while the cost of servicing it is due to absorb 
over 7 percent of total ace While international aid will 
help pay for a part of this year's deficit and actual spending 
may turn out to be less than nibtagt. a less buoyant 

economy will dampen increases in tax revenues. 


has so far succeeded in avoiding financing the 
"monetizing" it. The money supply grew only 11 
in the year ending in October 1981, less than the 
in GNP in current prices and down from the growth 
th 1e money supply of 34 percent in 1980. This was achieved 
big 90rrowing abroad and running down foreign reserves. While 
the Government's claim on domestic money markets was held in 
check, borrowing to finance the enormous corn crop, which 
the Government is obliged to buy through the Agricultural 
Marketing Authority, led to a sharp increase in demand for 
credit. Low interest rates also helped fuel consumer spending 
and demand for imports. 


Twice in 1981, the Government acted to curb the inflationary 
growth in credit by raising interest rates. By the end of the 
year, the basic lending rates had doubled. To slow the drain 
on foreign reserves, the Government also cut import allocations 
by 10 percent in the fourth quarter of 1981 and by 5 percent 

in the first quarter of 1982. By early in 1982, these moves 
were having their intended effects. Private industry has 

been forced to reduce purchases overseas. Increases in retail 
sales have slowed and long-term fixed deposits have grown 
considerably. 





THE OUTLOOK: A DIFFICULT YEAR 





Real growth in 1982 is not likely to reach 4 percent and could 
well be less. With population growing at least 3.5 percent a 
year, per capita income may suffer a decline. Depressed 
markets for many of Zimbabwe's exports, the slow disbursement 
of aid funds, and the meager inflow of foreign investment will 
weaken the balance-of-payments position. Despite tighter 
credit, government spending and higher wages will fuel 

domestic demand and inflationary pressures will remain strong. 
Shortages of skills and foreign capital will limit the capacity 
of the productive economy to meet demand. 


Retail trade, transport, and government programs should 
continue to expand. Of the major productive sectors, 
manufacturing should grow at a slower rate, but agriculture 
and mining will do well to hold their own: 


AGRICULTURE. Poor rains early in the growing season have hurt 
many crops. Corn deliveries could be down by half to about 

1 million tons, still more than enough to meet domestic 
requirements. With an increase in production quotas, the 
tobacco crop may be up over 30 percent in volume and, if world 
prices hold, could again be Zimbabwe's major export earner. 
Beef sales will rise only because the drought in some areas of 


the country has forced ranchers to bring cattle to slaughter 
earlier than planned. 


MANUFACTURING. The boom in retail spending will continue. 
Imports of capital equipment over the last 3 years will help 
manufacturers to meet demand but cuts in import allocations 
will soon take their toll. The extension of the agreement 
granting Zimbabwe's goods preferential access into South Africa 
will help the market for Zimbabwe's manufactured exports. 


MINING. Without a strong turnaround in mineral prices, the 
mining industry has little incentive to expand production. 
Many mines are operating with substantial excess capacity. 
Increased coal production at Anglo American's open-cast site 
at Wankie will not show results until 1983. 


Despite the difficulties in store for 1982, there are grounds for 
forseeing a brighter outlook. The arrival of 60 new GM 
locomotives from the United States and Canada and the 

reengining of 22 in the existing fleet will speed deliveries 

to world markets. The opening of the oil pipeline through 
Mozambigue would further ease strains on the transport network. 

A recovery in the industrialized economies could help pick up 
demand for mineral exports. Aid pledged at the March donors 
conference should begin to flow as the strings attached by 
various donors are untangled and more projects get off the ground. 
Aid in the form of export credits, along with higher foreign 
exchange earnings from exports, will support purchases of 
capital equipment and raw materials needed for industrial 
expansion. 





Other developments could dull the economy's response to an 
improvement in its external payments position. 


INVESTMENT. Little new foreign investment has come since 
independence. Zimbabwe needs more private investment capital 
than can be mustered locally to provide growth, jobs, and 
export earnings. 


INFLATION. Despite the more restrictive monetary policy, 
government and consumer spending continue to outstrip productive 
capacity. Rising prices or heavy-handed price controls will 


dampen incentives to expand production and erode real incomes 
of all wage earners. 


SOUTH AFRICA. Zimbabwe's neighbor to the south is its 

dominant trading partner and provides vital transport routes to 
the sea. A deterioration in its political relationship with 
South Africa would threaten the basis for sustaining its 
economic recovery. 


IMPLICATIONS FOR THE UNITED STATES 





The United States is one of Zimbabwe's largest aid donors. Over 
$55 million was delivered in the first year of independence to 
help in efforts at peacetime reconstruction and up to $75 million 
over each of 3 years has been promised for rural development 

and manpower training. The United States also has an important 
role to play as a trade and investment partner. Expectations 
are running high that the rewards of independence will be 

shared by the black majority. Zimbabwe's private sector will 

be severely strained to meet these expectations. U.S. business 
Gan make an essential contribution toward providing the 

capital, technology, and equipment Zimbabwe needs to sustain 

its development. 


The United States already accounts for a large share of 
Zimbabwe's trade and investment. According to official 
Zimbabwe trade figures, the United States had a trade surplus 
of $9.6 million in the first 11 months of 1981 and was its 
third largest supplier after South Africa and the United Kingdom. 
U.S. investment is also well established. Estimates put the 
U.S. share of total foreign capital at close to 20 percent, 
trailing investments by the United Kingdom and South Africa. 
Union Carbide with its stake in chrome mining and smelting is 
the largest U.S. investor, but other companies have major 
commitments in oil distribution and pharmaceutical and 
household goods manufacturing. 


Zimbabwe's needs for capital equipment are vast. Revamping its 
power, transport, and communications networks requires massive 
public sector investments. Preliminary plans put spending at 





$2.6 billion on a host of infrastructure projects over the 

next 3 years, including the Wankie coal-fired power station, 
locomotives, and earth satellite station, airport improvements 
and a bulk milk delivery system. The manufacturing and 
construction industries are in desperate need of upgrading 

their aging capital plant. Opportunities are promising 

for the supply of agricultural machinery, earthmovers, computers, 
mining equipment, and machinery for manufacturing textiles, 
footwear, pharmaceuticals, chemicals, and processed and packaged 
foods. 


Availability of foreign exchange to pay for imports is the 
overriding constraint on Zimbabwe's trade prospects and industrial 
growth. During the years under sanctions, the financial 
authorities kept a tight rein on the country's use of its 

scarce hard currency reserves. These controls remain in effect. 
Import licenses are authorized only for such essential items 

as oil or for capital goods required for industrial and 
infrastructure projects. To receive a permit to purchase 
abroad, private sector importers must show that it will result 
in foreign exchange earnings or savings. Imports of food and 
manufactured consumer goods are permitted only in negligible 
quantities. 


To loosen the bottleneck on expansion imposed by the tight 
balance-of-payments position, Zimbabwe has welcomed offers 


by its major aid donors of highly attractive export financing. 
Backed by soft loans and subsidized trade credits, U.K., 

French, and other suppliers have won contracts for electrification 
of the railways, expansion of the public broadcasting system, 

a microwave telephone exchange, and other major projects. 


The United States has geared its aid program to help make U.S. 
capital equipment available to support Zimbabwe's infrastructure 
development and industrial growth. In 1982, $50 million will 

be channelled through a Commodity Import Program, a scheme to 
make foreign exchange available for purchases of essential 
machinery and raw materials. Zimbabwe's import officials 

will allocate licenses to importers of U.S. goods. Payments 

by the buyers in local currency will in turn be used to cover 
the costs of reconstruction and other development projects. 


Zimbabwe's booming consumer market, central location in 

southern Africa, and mineral riches give it advantages as a 

site for investment. In a country with such a well developed 
and resourceful manufacturing sector, licensing opportunities 
abound. The Government's approach to foreign investment has 
been to welcome joint ventures but provide few incentives to 
encourage them. Although no investment code has been issued, 
the rules on remittances have been clearly defined: the initial 
investment can be repatriated after 2 1/2 years of after-tax 
profits less a 20-percent withholding tax can be sent abroad. No 
requirements on local participation are yet in place, though 





the Government reserves the option of taking part in new 
investment projects in such major industries as mining and 
energy. 


For investors and exporters with a serious interest in 
Zimbabwe, an on-the-scene visit is likely to be the single 
most effective means of gathering market intelligence. 
Particularly suitable venues for such an exploration include 
the Zimbabwe International Trade Fair, Bulawayo, April 23 - 
May 1; the Annual Salisbury Show 1982, Salisbury, Aug. 30 - 
Sept. 4; and the International Exhibition of Rural Development 
Technology, Bulawayo, Sept. 15-19. The United States is 
participating in the two Bulawayo events in 1982. 





